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STAFF MEMORANDUM NO, 55=55

SUBJECT: Terms of Reference for Initiation of Over-all Cost Study
of Soviet Military Effort

1, On 16 August 1955 (IAC=M=208) the IAC approved the recommsndation
in the Post-Mortem on NIE 1l=3«55 that:

"There be initiated as soon as possible a study of the

over-all costs of the Soviet military effort and its implica=

tions for future trends in the Soviet economy...in an effort

to obtain a coordinated eppraisal in time to be contributed

to the 1956 estimate on the USSR."

2, This study should be initiated immediately so as to be available
in time for consideration in cemnection with the next over<all Soviet
estimate, tentatively scheduled for completion by 1 June 1956, There=
fore, we proposz to send out the attached Terms of Referemce, which
should be considered as partial terms of reference for the next
over=all Soviet estimate,

3. The most efficient way to carry out this study would be to
have it done by O/RR undsr the supervision of an ad hoc committee of
the JAC representatives, which we hope would be composed of the same
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. representatives who will participate in the over-all Soviet estimate

next year, These representatives should:s (a) clear the attached
Terms of References (b) act as a steering committee to deal with any
problems arising in the course of the study; (¢) serwe as a liaison
channel between O/RR and their agencles; and (d) review and informally
coordinate each phase of the stuly,

Lo, The cost study itself will be similar to that for NIE 11555
(Air Defense) except of course on 2 grander scale, We plan to do it
in two parts, first a historical analysis of the costs of postuar
Soviet military programws up to the present, and second s projection
through 1961 (the teminal date of the mext Soviet NIE)., The initial
drafts would be based, wherever possibls, on already published service
estimates of production and 0/B, with the services filling in any
gaps which appesar to exist,

5. Geographic Coverage. We propose to make the initial study
Bloe~wide in scope because of the mocessity of handling the intra«Bloe
transfer problem, However, the ﬁml contribution to the next Soviet
NIE can be limlted to the USSR if desired, and the other Bloe portioms
would then be available (as a useful bypreduet) to support our 1956
estimates on the Europsan Satellites and Communist China,

2 a
SECRER-

~CONFDENHAL—

Approved For Release 2006/11/05 : CIA-RDP79T00937A000400020027-7



«Approved For Release 2006/11/05 : CIA-RDP79T00937A000400020027-7

o’ 'T_ -

—SEOREP-

6. Timing, The costing study should be campleted in time to
contribute to the next overe-all Soviet ME, now tentatively scheduled
for 1 Juwe 1956, To meet this deadline we propose the following schedule:

Complete O/RR draft of Phase One - 1 January 1956
Complete Ad Hoc Reps Review of Phase One = 1 February 1956
Complete O/RR draft of Fhase Two = 15 March 1956

Complete Ad Hoe Reps Review of Study - 1 April 1956
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PHASE ONE

Historical Analysig of Defense Outlays 194655
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C. Organization of the Sino~Soviet Bloec military forces.
Relation of Satellite and chinese Commniast forces
to those of the USSR,

D, Status of Bloc military base facilities for the Bloc during
the period.

II. ECONOMIC REQUIREMENTS TO SUPPORT THE MILITARY PROGRAM
A, The initial costs and annual operating costs of the weapons

and weapon gystems for Bloec military programs, Price data should be
provided for as many of the major items of equipment as possibie,
(The various demands should be ascumlated in categories reflecting
sectors of origin,)

B, Rates of utilization for equipment, weapon systems, facilities,
and the efficiency of maintenance and training,

C. Logistic requirements for various weapon systems utlliged by
ths military forces during the period,

D. Eeonomie requirements for the research and development and
investment programs necessary to support the military program of the Bloc,

E. Types of support units recessary for the operation of the
military programs.
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II. ECONOMIC REQUIREMENTS TO SUPPORT MILITARY PROGRAMS
A, Initial Outlays

B. Amual Operating Expenses
C. Military Hard Goods Procurement

III. ECONOMIC CAPABILITIES TO SUFPPORT ABOVE PROCRAMS
A, Over-sll

B, Key Bottleneck Areas (if any)

Iv. SUMARY

N.B, The analysis of the implications of the above costing study in
terms of its impact on: (&) probable military expenditures; (b) probable
military programsi and (¢) probable rates of econamic growth will not

be a part of the costing study proper because it involwes consideration
of & broader range of factors than those covered in the costing study
above, This analysis should be dones subsequently as part of the regular

NIE process.
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